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Executive Summary

This report discusses the motivations and disincentives for business philan-
thropy among 101 small and medium-sized corporations operating 1n communities
across the Nation, as revealed through interviews conducted with their executives
from March through August 1984 Three general topics were discussed dunng
these interviews: incentives and disincentives to philanthropy, factors that have
recently influenced business philanthropy, and the specific effects of tax incen-
tives on philanthropy and voluntarism

incentives and disincentives. The discussions tdent'fied several principal incen-
tives to encourage corporaic support of community services and education.

* Tax incentives

* Public recogmtion for corporate efforts

e Ciear communication of community needs and priorities, and
» Leadership by various levels of government

Pnincipal disincentives to corporate involvement in such endeavors were these

* Administrative time and costs
* Adverse economic conditions
* The drawing of resources from the firm's ma:n business activities. and
¢ The difficulty of measuring and monitoring resuits

Factors that have recently influenced business philanthropy The primary factor that
has recently influenced business philanthropy 1s businesses’ endorsement of a
broad concept of social responsibihity This attitude, coupied with the Reagan Ad-
ministration’s reassessment of the Federal responsibility for su.~e areas of social
service delivary and e..couragement of greater private sector 1n ;olvement, appar-
ently stimulated the higher level of business philanthropy witnessed durnng the
1981-83 recessionary pericd. Also, according to many respondents, the business
community is becom:ng increasingly concerned about the inadequate develop-
ment of basic skills among new entrants into the work force

The specific offects of tax incentives. The potential effects of several specific tax
incentives were discussed. For a large portion of the CEQ’s, the marginai cost of giv-
Ing, in after-tax dollars, has a major effect on the inchnation to make contributions.
Another large segment of the group, however, said they would not be aftected by
an improvement in tax .nce~'ives because they responded only to specific needs,
were not earning enough income to make gifts, or were constrained by specific
provisions of the tax codes that applied to their types of businesses




E

Many of the executives surveyed endorsed a carefully drawn tax incentive to
stimulate voluntarism, but they also indicated that smaller companies are not wetl
suited to “iending”’ employees during business hours Many such companies
already encourage off-hours volunteering by employees Enough executives
warned of the potential they saw for cumbersome (and expensive-to-process)
reports and abuse that we question whether such a tax incentive wouid b cost-
effective for smailer businesses.

A proposal for a marginal tax incentive for gifts in cash, conversely, was widely
accepted It would provide a tax credit for gifts supporting elementary/secondary
school improvement when and to the extent that total giving exceeded a set per-
centage of pretax earnings. Seventy-four percent of the executives who responded
supported this proposal, which would reward only well-above-average involve-
ment This concept was therejore suggested for more study as a realistic way of
motivating a significant portion of the business community to increase its support
of education partnerships

Each of the above topics is the subject ot a chapter of this report The report
concludes with a discussion of the implications of these topics for pubiic policy
and involvement 1n education and community service
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{. INTRODUCTION

Federal and State govarninents have long played an influent:al role in the
development of voluntary private social service organizations, including such insti-
tutiony as colleges, foundations, churches, and charities, which provide numerous
social and cultural services to our citizens These oryanizations are usually State
chartered and exempt from local, State, and Federas taxes Thus, thewr importance
and utility 1n serving the public good are endorsed ard sanctioned by public policy.
Particularly since the time of the New Deal, however, government has assumed
responsibihity for funding a growing proportion of the socia! services that were
once the exclusive province of the nonprofit sector Under the Reagan Administra-
tion, debate has been renewed regarding what blend of government and voluntary
private support will best serve the national 1nterest

President Reagan has taken a stand 1n favor ot a reduced role for the Federal
Government in sccial service delivery and a greater role for individuais, families,
jocal and State government units, and not-for-profit organizations The Task Force
on Private Sector initiatives, appointed early in the Reagan Adm:nistration, recom-
mended a goal of doubling corporate philanthropy by 1987 as part of this effort The
Commission on Private Philanthropy for Public Needs (the Filer Commission) In
1976 adopted a simitar goal for fulfiliment by 1980 Although change has been siow,
some progress toward these goais has been recorded since the 1981-83 period

In October 1983, President Reagan advocated that all 110,000 schoo!s In the Na-
tion should become involved n partnerships with other organizations The Department
of Education has docuniented in some detail more than 46,000 such relationships that
have already been established * Because these relationships generally appear to
be useful and constructive, It seems clear that more benefits could be realized f
the number and scope of these partnership activities could be expanded

This project was conceived and conducted n 1984 to help policymakers
develop and maintain a balance of policies to Support the goal of doubling bus:-
ness involvement in social Service delivery (particuiarly 1n the form of business and
school partnerships).

if public policy is to move In the direction of encouraging increased involvement
of the private sector i1n partnerships with the public sector, 1t 1s iIMportant that policy-
makers be well informzd regarding the priorities and pitfalis of this approach To
avoid wasting ef{ort and tax dollars, policymakers should also have information on
the efficiency and cost-etfectiveness of the various tools that might be empioyed
Some approaches to motivating corporate behavior, such as tax incentives. are
well tested and documented The influence of these various tools on the formation
of the public-private partnerships that are advocated by the Reagan Administration,
nowever, has not been studied. and feedback from businesses 1s needed
* Partnerahips in Educeion Educstion Trends of the Futurs US Department of Education, Otfice

of Planning. Budget and Evaluation, 1984
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The cen'ral purpose of this study was to identify incentives or nolicies that
might stimulate thec involvement of small and medium-sized businesses in the
delivery of social services and to gain some understanaing of factors in the
business environment that have recently affected phitarthropic actions

To gather information on this subject, face-to-face interviews were held with
top executive officers of 101 comnanies throughout the United States from March
to August of 1984 The project design included 10 interviews in each of the U S. De-
partment of Education’s geographic regions to be conducted by the Secretary of
Education’s Regionai Representative (SRR) in each office The SRR’s picked the
Interviewees, the only critenia were that the companies (a) employ more than 50
peopis, (b) be roughly evenly divided among manufacturing, service, and financial
and retail, and (c) not be Fortune 500 companies, but smaller comnanies with a
more local focus

We concentrated on small to medium-sized companies in this project for
several reasons

* They tend to have a local focus and they are close in size to most not-for-
profit organizations, such as educational institutions

* We thought (correctly) that we could reach a high proportion of the people
who make decisions for the company about contributions to community and
educational services, preferably the company's Chief Executive Officer

* A study conducted by the Conference Board and the Counci! for Financiat
Aid to Education (CFAE), two business research organizations, indicated
that aithough overall dollar philanthropy as a percentage of pretax sarnings
is simiar for ali companies, smaller companies tend to exhibii more ex-
treme behavior than larger companies. Contributions are reported by more
than 90 percent of Conference Board respor dents earning profits, whereas
only 435 percent of companies with assets In the range of $100,000 to
$500,000 reported contributions in a 1970 study reprinted in the same report *
Small companies that do contribute, however, tend to contribute higher
percentages of pretax earnings. and in relation to their asset bases, small
companies tend to be much larger contributors overall than large companies

In companson to the sample used n the CFAE swudy, the companies
represented in our interviews gave a larger percentage of pretax eainings to com-
munity services, but were 'ess inclined to contribute to education than to other
community services

The 101 CEO's interviewed represented 35 manufacturing, 37 service, and 29
financial and retail companies Nineteen have less then $10 mitlion in sales, 20 have
$10 to $25 million, 16 have $26 to $100 million. and 46 have more than $100 million

‘Thomas Vasques. ‘The Develnument of Corporate Giving 1935 1970, reprinted in CFAE's A
Profile ot Corporate Contributions, April 1983
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The companies generally had fewer than 1,000 empioyees (87 out of 101}, with
nearly half (48) having fewer than 100 employees A description of the sample ts In-
cluded in Appendix A, Method and Sample Characteristics

More than 70 percent of the interviews were with chief executives, the balance
of the interviews, with few exceptions, were with other corporate officers or direc-
tors Throughout this report, references to chief executive officers (CEO’s) should
be understood to encompass the entire group of interviewees

The topics selected for discusston during the interviews were based on the
goals set by the Reagan Administration and the Filer Commission, coupled with a
desire to contribute to the undersianding between business and government re-
garding businesses’ special perspectives and concerns about thei invoivement in
community services and education. The topics include incentives and disincen-
tives to business philanthropy, factors that have recent!, influenced business
philanthropy, the effects of tax incentives on philanthropy and voluntansm, and
partnerships between businesses and eiementary or secondary schools The inter-
view protocol is presented in Appendix B Sach of these topics 1s discussed tn the
following chapter of this report
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Il. INCENTIVES AND DISINCENTIVES TO BUSINESS PHILANTHROPY

The incenuves to business philanthropy most frequently cited by the execu-
tives interviewed were a favorable tax policy, recognitior for corporate efforts,
clear communication of community needs and prionties, and government leader-
ship. The most frequently cited disincentives were the administrative time and
costs associated with phitlanthropy, adverse economic condiuors, the drawing of
resources from the .rm's main business activities, and the difficuity of measuring
and monitoring the results of philanthropic giving. Sach of these incentives or dis-
incentives I1s discussed below

Incentives
A Favorabie Tax Policy

The major find'ng of this study was that a more favorabie tax policy I1s the
most important incentive to CEQ's to un-ertake private sector initiatives. Fifty ex-
ecutives 1dentified this incent.ve compared with 44 who selected the next most
commonly cited incentive, “recognition "' Specific measures to which the execu-
tives said they would respond were tax incentives (a) to support employees’ contin-
uing education (30); (b} to support company-funded scholarships for tuition and
fees of employees’ children {25), and (c) to promote sponsorship of educational
programs targeted at marginally employable persons in the community (27) Thirteen
respondents went beyond mere agreement, calling tax incentives “‘very helpful,”
‘“very important,” “number one,” and “‘essential " One stated that there I1s “no other
meaningtul incentive " Another saird that “‘a credit lixe the ITC [investment tax
credit] would resultin the greatest increase in [esther] corporate or individual giving
Yet another remarkod, ‘There are no nonprofits, we're all here to feed ourselves "

Several comments shed further ight on the executives' reasoning. “Use local,
State, and Federal incentives as a handle. We must be able to justify to stock-
holders [We] Itke the continuing education credit for tuition suppoit.” “The
targeted-jobs tax credit program is good. We are heawvily involved and have gotten
back over $1million [it] helos the target population and our company Business all
over shoulc look into this program.” “Tax incentives are needed to accomphish
many things such as movi~g into inner-city locations and hinng untrained and dis-
advantaged [workers] " “Economic incentives override all others, over the long
term, we see this as having multip.e benefits and a big payback " *'Yes to tax incen-
tives and better preparation of students for work "' *‘[incentives] shouid be to foster
company matchirg-gift programs with employees " *‘{They} can be a mutualbenefit "
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Two respondents thought the incentive should be for individuals as well as for
corporations, and four others emphasized the value of such a credit in expanding
existing continuing education and tuition rebate programs and 1n stimulating
other companies to offer such benefits to employees Two executives emphasized
the importance of using ata~ credit rather th~~ simply an expanded deduction (the
\atter was recommended by the Filer Cr .nmission} Their comments suppo:ted the
thesis that because income tor small *.usinesses tends to pe taxed 1n lower brackets,
small companies would have pror rtionately less incentive to participate underan
expanded-deduction approach than would larger companies One executive cited
as very effective the Pennsylvania Nelghborhood Assistance Act, which provides a
credit that reduces the marginal after-tax cost to the company for neighborhood
improvement phianthropy from 50 cents to 22 cents on each doliar coninbuted

Comments about the appropriate amount of a credit vared from 100 percent
(“Why not & plan by which 1f business provides a service which saves the Govern-
ment one dollar. we credit the company with a one-dollar write-oft?”) to more
moderate proposails, such as “[You] dcn't have t0 make support to schools by bust-
ness free. Just provide some incentive’ and ' A 10 percent flat tax incentive, lamin
favor of 1t '

The CEO's of several companies that were 1n a loss position still approved of
tax 1ncentives from which they would derive no riear-term benefit “No gain for us,
but try to do it anyway. heipful uniess {the] economy changes )

Although, as one executive stated. “tax \ncentives are a cornerstone for most
corporations,” support for such a nolicy 1s neither universal nor without reservations
Comments by executives often refiected their concern that such a tool be used
prudently "Tax \ncentives are an easy answer, but nonetheless generally true Be
sure to contro! the levels * - Although more hberal IRS [internar Revenue Service}
policies are called for, perhaps education vouchers would be a better approach " it
1s very important that incentives be adopted which are simpie and understandable ”

Clearly many CEQ's are concerned with more than simply having tax incentives
for private sector ymtatives In particular. they c'ted the themes of achievement
and the desire to make a difference with measurable results

[
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Recognition

Another incentive with widespread support 1s corporate recognition Forty-
four executives commented in favor of expanded programs of recognition, includ-
'‘ng 11 who used superlatives to describe Its importance as a motwator of
ousiness As mentioned before. however, some small businesses may be reluctant
to publicize their philanthropy One CEQ put 1t this way "We do a lot of public serv-
ice now, but we don't toot our horn if someone else reported [what we do] we
would be delighted " Aother said, “There is often a lack of suficient recognition
for smaller companies The corporate giants always seem to be the only ones to
get stroked. Yet often the smaller company has a much higher proportionate level
of giving The smaller firm senses the importance but has hmited absoiute
resources " Studies of philanthropy relative to the size of companies conducted by
the Conference Board and the Council for Financial Aid to Education support the
thesis that smaller companies on average do contribute a higher percentage of
assets than do larger companies

According to ihese studies, aitruism was mentioned as a reason for philan-
thropy by only 8 percent of the corporate survey respondents (mainly large ones).
This generai attitude seems to be shared by our survey group Comments reflect
the goodwil! In cotnmunity involvement, but they usually relate such actiity to a
more direct and profit-onented motive “in good times, we do many things for
which we receive no credit [but] in what 1s a local company, local PR recognition—
appreciation for charitable activity—is a real incentive”’ *‘Employees appreciate
working for public-spinted firms * Expanded programs of recognition are needed
50 that your owr employees know yodJ are invoived” and 'so that we recognize
the positive side of business’s and education’s relationship in the media”

Underlying the feeling of most large businesses and many smalier Gnes 1S the
attituce that “some companies' donations are really image building. hinked with
the company «genda, a.tually a PR way of advertising their products ' Because
smaller comganies terd to provide fewer well-known products, however, they think
of recognition more it terms nf employee and community goodwill

Several executive. vorunizered suggestions for specific forms of recognition
| strongly suppot an ‘E’ flag and pin approach hke 1n World War Il it needs to be
done with class and stature = ~"This 1s extremely important, a letter 0 certificate
from the Presicent or Secretary [of Education} would be a tremendous incentive "
Inst tuling such a program for business was mentioned as “"an excellent way to
recognize leadership ™

Even amo-.g the nearly half of our respondents who favored expanded

sognition, however, opinions on the value of vanous types of recognition ranged
from the highly commended service-business leader's view that he sought only
“pride in being recognized for what you are doing” to another CEQO's comment,
“Recognition I1s good. but a cash benefit 1s moie important

1.
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Communication of Community Needs and Priorities

The third most frequently mentioned incentive for business 1nitiatives in the
private sector was impraved communication of needs by the community Although
our format distinguished between community needs for voiunteer heip and needs
for funding and equipment for iocai not-for-profit organizations, the executives
made little distinction in their responses '“We need an inventory of what the com-
munity requires, to better determine how the private sector can respond " “There
are only vague parameters for giving, a lack of guidelines.” *'The public and private
sectors together should identify economic and social needs of the community,
then make a joint commitment " “*State and Federal agencies should help schools
specify needs for volunteer and other help for good work habits and motivation
among students.” “Corporations need to see the overall picture.” “'Business
needs clear objectives, better planning, and the belief that [our support] will make
a difference.”

Given the size and pervasiveness of the not-for-profit sector in this country,
we were surprised by the number of executives who indicated they had never been
approached for support “No one asks us We teil our salesmen that peopie won't
buy unless you ask them " Our local school system 1s bad and needs help
Although most of our smployees don't live 1n town, if the school system ever asked
for helg [the request] would be considered senously.”

Even when public agencies such as schools try to get the business community
involved In their activities, that effort s often couched in terms that are foreign to
business: *'Schools need heip iIdentfying their needs, our Adopt-a-School [partner-
ship] is just barely successful " “There 1s a lack of a positive agenda ™

Some comments reflected more positive attitudes and encouraging trends
“Education I1s showing acceptance of business's interest and [desire to] share sup-
port of not just business-reiated programs, but also those related to culture and
general conduct " Some CEQ's recognize that the cool reception they receive is
sometimes “‘the inability rather than the unwillingness to use help " They also
pointed to a “difficulty in finding out hrow to do it, + @ , adopt a school Whom do
you call for advice?"

Several CEQ’s pointed out that business is particularly interested in & two-way
street: “Mutual benefits are the key to selling busines:, ' “There s a strong need be-
tween industry and education to explore each other's resources " *‘Adopt-a-School
sounds too one-way and paternalistic, use Partnership " “it 1s wrong to assume the
private sector knows nothing about education. We think the best kind of education
prepares young pecple to be productive workers " “We believe in supporting
schools if they stress the right curric sium—the three R's " But one executive com-
mented, “Government is better at communication with industry on job-training
needs than on the subject of developing the work habits needed to hold a job

ERIC
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These problems are further compounded by institutional differences that
result in a “ianguage barrier " “Business and education do not soive probiems in
the same manner ey speak different languages. Partnerships must involve more
than just a pat on :1e head " Several CEO's suggested that government tends to
overlook some of the special concerns of small business ‘‘Government listens
only to the Fortune 500 " “Too much rhetoric 1s directed at large companies; smail
business 's not heard " Yet these companies, by thewr very nature, have a more
local focus and are much more dependent on the locai bustness environment of
which social services are an inseparable part

One executive deplorer the “waste of resources caused by duphication of ef-
fort because of poor coordination of similar types of activities Too many programs
are ‘activities’ rather than accomplishing something " Mediating structures could
also help underscore the intérdependence of smalil business and the community
“Some firms do not understand how community involvement can be a positive fac-
tor for them ”

A major stumo!ing biock that government must overcome to induce business
to play a greater rote in addressing the Nation's social problems is the ingrained
reluctance of companies to wor'. with government agencies toward comanon
goals. For examp'e, one CEQ said *All government IS viewed with suspicion and
fear Companres try to stay clear Government doesn't speak the same language
and cannot possibly understand businesses’ problems or the profit motive ' Yet
the high levet of participation Ir this survey itself bespeaks at least a willingness

to consider areas of cooperation

Government Leadership

Government leadership 1S another important incentive to private sector mitia-
tves Twenty-two executives affirmed that the government can take an active part
in stimulating business involvement in cocperative arrangements ‘It just has not
peen made important |f government or industry or Civic leaders were to make it im-
portant, our business would do & lot more. Political pressure 1s needed "

The type of government involvement was addressed in the following comments
“We hike talk sessions with the government like this We like the President’s involve-
ment " “The credibility of the Department [of Education] with the private sector rose
considerably as a result of your asking [our] opinions, and | believe you are now in
a position to forge lasting links.” “Government leadership s needed to promote
programs for improving motivation anu higher achievement (n the early grades
before negative attiiudes take hold " **The Department of Education should foster
cooperative arrangements The opportunities in electronics alone are unhimited.”
“The Department’s interest and involvement with private sector imtiatives 1s timely
Business 15 favorably disposed "

10
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Three executives mentioned the importance of ‘'educating corporate execu-
tives so they can see the mutual benefits ™ One noted that younger managers do
not seem to have this perspective Several executives specifically asked for *‘feed-
back from the Secretary [of Education] on this survey to learn what other companies
are doing " One wanted “a list of positive projects

Sorne of the CEQO's, however, disagreed with these views. One commented
“Incentivas are teasibie for tackling a temporary probiem—a business task force
can help straighten it out, but in the long term, elementary and secondary schcols
should be supported by taxes "' Four other executives said that government's in-
volvement was neither helpful nor effective “There is too much of this Corporations
can set their own goals " ""Let the needs come from people, not political types ™

Other Incentives

Seed money Ot possible incentives mentioned by the executives were
*sead money"to help get broad-based community partnerships off the ground and
“increased parental involvement ir. the schools

Need for better trained workers Other cconomic motives were as follows, “We
“mend a great deal on retraining. We are not !.appy with the procucts of the public
schools Improved schools would reduce training costs " Many CEQ's favored pro-
grams that contained an economic education component and were onented
toward needed speciaities such as "apprenticeships,” “engineanng and utihity
reguiation,” and ‘“technical skill development "' Several executives showed a
broader perspective *‘It is crucial for all businesses to understand that their suc-
cess depends on the well-being of sct.ooi districts in their city and .nsist that com-
mitment lead to improvement in the quality of lite for the community, and that a
more litorate society emerge ™

One executive noted that not oniy was "'the credibility o* the company within
the community strengthened by involvement in giving and voluntanism,” but that
such activity "helps develop leadership within management, brcadens their im-
age, abilities, and know ledge within the community *

Several CEO's said that such schooi reforms as establishment of career lad-
ders and merit pay and elimination of terure would attract their suppor.

Example of peers Another incentive discussed by the executives interviewed,
although less frequently, was the example of peers Three CEQO's affirmed that
they go their own way *‘Our company does not measure its giving by standards set
by others " Ten other executives indicated 2 sensitivity to the practices of other
businesses and the reception those firms have received in their communities
When part of the business community gets irvolved, there apparently 1s a rippie ef-
fect. “Oti.ors co, why shouidn't we?"' As one CEO put it, “You can be embarrassed
into someth g °
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Disincentives

Administrative Time and Cost

The disincentive to business philanthropy cited most frequently by the execu-
tives interviewed was the ttme or cost of company involvement beyond the actual
giving itself Thirty-two executives cited this as a disincentive "“Time IS money. The
more time required for business to get into social activities, the more costly Govern-
ment should understand and make appropriate provisions to help with the cost.”

Government, it appears, even corrpounds the problem in some areas Many
businesses are reluctant to become involved with government-sponsored pro-
grams because of the government's reputation for requiring burdensome reports:
“Small business doesn’t have the staft for this ** Staff imitations and the reluc-
tance to staff specifically for bhilanthropy were widely cited “We have only
hmited time and resources due to budget constraints and personnel hmitations.’
As one would expect, "'Size determines grea’ly the capacity for manpower or cash
giving " “Any more involvement would [have to] be borne by the same staff We are
not able to add staff time of other persons " There are “‘budgetary restraints and
we try to manage [closely] non-income-producing activities "'

it appears that even when CEQ's are actively concerned with support of not-for-
profit endeavors, they are still not inclined to s.aff for it or to delegate this aciivity:
[l am] very interested and involved with charntable activity No one else has the
time in the company | do as business conditions allow "

Several comments indicated that one aspect of this impediment 1s simply the
way CEOQ's are approached and the types of activities they are invited to support.
“[The time and cost ot involvement are} not Lad over the long term 1° coupled with
results "' Another CEO who complained about “‘vague parameters for giving [and]
lack of guidelines’ also acknowledged that management has to take a more active
rule In defining businesses' preferred areas of iInvolvement The need was evident
for “specific, not vague requests for funds or in-kind support "

We will touch more on the interaction of not-for-profit organizations with
businesses in setting goals and measuring results later in this report Suffice 1t to
say here that business executives are far more interested in investing time or
money In activities that can have measuiable results and attain specific goais
than they are in supporting ongoing ‘'processes.” no matter how laudable their
purposes CEOQO's want their contributions to be demonstrahly cost-etfective
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Not surprisingly, one ot the most frequent responses (by 28 executives)
related to the state of the general economy or economic conditions at a given time
in the company's industry “When the economy IS bad, no incentives wiil cause the
dollars to flow " Or as the proprietor of a large oriental restaurant put it, “Can't
give anything out 1f not take anything in * Several CEO's indicated a desire to keep
their contributions at a steady level despite the business cycle "The current state
of the economy holds us at the present level of contributions " One company indi-
cated 1t “had established a foundation to stabilize gwing” from one year to the
next. Another significant remark came from th2 CEO of a business that 1s subject
to a deep business cycie. "Our industry 15 very volatile Reduced revenues
discourage [contrnibutions] When times are good. (we are] so busy 1t doesn't allow
time for extraneous activities " Economic factors, therefore, govern what business
can and will do to support not-for-profit activity, and such support is hkely to vary
with the business cycle

Conthict with Pnimary Business Objective

Business leaders have a clear and widely chared sense of priorities Nineteen
respondents referred to a conflict with the primary objective for theirr business
“The first step Is to make a profit, then [we can] help the community and return
some of the gain to the community *' One executive described his company as
“very hard working, profit oriented, with no staff sitting around trying to give away
money. This hasn't been anyone’s real concern, [and we] have probably insulated
ourselves from being tempted ”

Aithough many chief executives expressed a “hard rosed” attitude that
business shouid stick to business, most respondents appeared to show a more
flexible attitude and to define their role more broadiy despite their acknowle ~ed
constraints “In small business there are no public service departments and no
one to perform [nonbusiness] services We realize the need and would help If we
were ever approached, but we are not looking for such an activity and don't have
the interest or time to get involved in unrelated activities " “With [too many] dis-
tractions it 1s hard to make a profit " There are “‘only so many hours for empiloyee
distractions” and the company “must have a balance "

Clearly, smalier companies can't allocate much staff time and the chief exec-
utives themselves are the ones most likely to become involved in giving if anyone
is. Several indicated that they had profit-sharning plans or employee ownership
plans and therefore ieft such involvement to individual employees
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Difficulty of Measuring and Monitoring Results

With respect to tackling community needs once they are identified, one exec-
utive suggested an incremental approach. "’Start with a project that 1s relatively
easy and see it through You can build on positive results and take action to cor-
rect the negatives "

Other comments echoed these themes: "It 1s an impediment [to giving] when
the purpose of giving 1s not clearly defined, when the resuits are not visible, and
when the funds provided do not hit their mark ” "Private business [1s] skeptical
about how the money 1s disbursed and how 1t 1S used. We are drawn more to
groups which are self-administered and have a fow operational cost "It is impor-
tant [but} hard to quantify how involvement makes a difference.” "Not seeing a
direct return is a distinct impediment; this 1s particularly true for involvement in
grades K-12.” "“We take a good hard look at the financial status of [the] organiza-
ticns [we suppori] We demand that recipients be accountable ™

Businesses generally require in their activities a higher level of goal setting,
measurement of progress, and accountability than do government institutions.
Business puts a higher premium on hard facts than on the appearance of progress.
Each business needs to be able to measure results and relate them to a corporate
purpose. A number of comments illustrate the frustration that CEQ's experience in
dealing with their social service counterparts. “‘Needs identified are often for ex-
travagant items > There is a “lack of follow-through by recipients on how much
money was used and the results obtained.”

A number of comments pointed to the need for mediating organizations, such
as community foundations, chambers of commerce, or advisory boards, to help over-
come some of these problems and improve the organization of business support:
“There ts a lack of clear mission statements and coordination between contributors,
which produces duplicative and counterproductive work " “Without guidelines,
community needs are not clear and business tends to favor its pet projects. Giving
should be part of an dverall plan, and [business should] demand accountablity.”
“We need a vehicle "o relate the spectfic job skills we need in our field to basic
education In the schools
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Some executives shy away from active participation in local attairs with high
visibility because of the: politics played in such forums. “Local schoo! boards have
peen so criticized that real leaders do not want to be involved " Business leaders
also are skeptical about the role they could play “The pocketbook does not match
the wag of the tongue [Some of my peers] talk a lot but don't produce

Thi, “show me" conservatism carries over to the approach the CEO’s take to
many soctal programs on which government has been far out in front. *Many i1deas
are considered radical, so corporations will not participate initially For example,
affirmative action programs now constitute a recognized response {o the com-
munity's sensibility They didn't before " Business should not be expected to be on
the vanguard of new approaches “idon’t want to be a Lone Ranger.”

Several comments suinted to an increasing awareness of a rote for business,
however. Counterposed to the observation that there 1s “a lack of business |eader-
ship” were comments such as these: “Business people do not realize the ymportance
of involvement In voluntarism™ and “Business has to start viewing education as
one of their suppliers.” One CEO was quick to point out the personal nature of
small business in particular “Businesses don’t get involved, people get involved

Several other disincentives were mentioned Two CEO’s suggested that
publicity can be a problem They were concerned that other not-for-profit groups
would start iming up for limited funds and time Excessive overhead was also men-
tioned* “Greater than 10 percent is excessive’ for organized chanties such as United
Way. Poor management of agencies or philosophical differences were mentioned by
five executives Two cited red tape and teacher certification laws as barriers to
their involvement in volunteer programs Three were apparently not yet aware that
the 1981 Tax Reform Act had Increased the annual deductibihity of giving from 5
percent to 10 percent of earnings Two emphasized the importance of long-range
governme.:t policies to the bus:ness community “The private sector needs to have
long-range consistency for orderly planning and implementation " Others cited
govemment vaciliation on tax incentives for employee tuition, resentment of
employees, government misallocation of capital into activities that cannot increase
the Nauon's weaith, the saies tax that many States levy on donations in kind, lack
of control over expenditures of agencies, and economic factors that depress earn-
ings and therefore giving (such as a lack of import quotas and high interest rates).
Busing. we were surprised to find, was mentioned as an activity “which breaks
down 1dentitication between business and the neighborhood schools ™

After the extensive discussion of negatives, we are pleased to report that at
teast one CEO concluded that although “the government does not understand
business, incentives could work "~
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Legal llabllity It was suggested that exposure to legal habiity might deter
businesses from organizing volunteer counseling, teaching, and enrnichment activ-
ities with schools Four of the 14 comments that related to this issue indicated
that hability was not a significant factor Four other CEO's. however, said that lia-
bility was their greatest concern, one of these citing two accdents in his plant

Research by the author of this report 1nto the issue of insurance coverage has
ravealed that provisions or endorsements to extend hability coverage for ail such
activities are usually oart of the normal business coverage or can Ye added for a
nominal premium The concern that exists appears to center on the vu!nerability of
a small company to a large increase in premium In the event of a loss, even if the
iikelihood of such a loss 1s remote An agency that seeks to persuade business
personnel to participate Ir. volunteer programs should be sensitive to this concern
and provide evidence of suitable coverage to aileviate it

On the subject of the government's enacting a “Good Samaritan law" to
alleviate liability concerns, 16 executives expressed some support for the 1dea,
while 4 dismissed the 1ssue as ““not important ' Specific comments indicate thata
significant part of the business community has some concern about this 1ssue
One CEO, for example, said, *We no longer sponsor a handicapped picnic event at
the company or field trips to our plant because of hab* ‘y exposure " Another CEO
mentioned that the 1ssue ‘‘comes into play with ou .ummer jobs program The
workers' compensation exposure 1s a drawback " Still another remarked that the
“Good Samaritan law 1n Massachusetts (a law that grants a large measure of 1im-
mumity from liability to individuals and companies which act in good faith to further
a public purpose) resulted in large food contributions " Probably the 1,,0st cogent
comment on the value of such a law was this “Such legisiation could provide con-
fidence to industry that they have strcng protection agarnst liabthty " We must
conclude, however. that iat .ty 1s not a widespread concern
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Other Disincentives

Perceptions of the roles of business and novernment. The current administration
has coined the term private sector int*1ative to describe the wide range of activities
in which the business community IS to become involved—areas that have been
targely the concern of government since the New Deal These include education
and other sociat service delivery Twenty-one CEO’s made comments that would
indicate that the public and private agencies currently performing these services
are not very receptive to the nvoivement of the business community or have
serious problems approaching business In one case, the CEO who had formed a
partnership became disgusted and dropped the progam because "“our volunteers
for tutoring requested mimmal travel and expense money’ which the schools
couldn't or wouldn't provide “The schools wouldn't meet us haifway " One CEO
pelieves there 1s an “antibusiness athitude among educators " Another suggested
that “‘the media have fostered the attitude In the public that profit1s dirty Thig
thwarts business giving ™

Companies often feel that their rote 1n social and cultural activities 1n which
they have some inherent interest has been preempted by various levels of government
Their concerns take several forms ""The distribution of government grants s inequi-
table Organizations have trouble integrating outside funrding with government
support Those that accept private support are penahized with reduced government
support * “There 15 a general teeling (in bustness] that once the government
assumes a program, then it's therr baby | have neard th:s many times as | have
tried to raise money for local drives

Business executives also sometimes sense contempt toward their involvement
on the part of schoo! administrators “The vocational education concils [advisory
boards of business executives] are tolerated to rubber-stamp wnat vocational
education [administrators] want to do ! will only serve on such a board if | feel |
can accomplish something There 1§ 100 much rhetonc

Although many business leaders believe they already “pay their far share
through taxes,” there appears to pe some willingness to shoulder increased
responsibihity if the role of government s reduced ''if we could be sure the govern:
ment was getting out. business would step in The problems are greatest in the
cities [We] feel the government's attitude 1s that business i1s only to proruce

dollars so government can go on and on spending ' 'If government IS strongly in-
volved, corporations tend to withdraw " "The disincentive 1S more philosophical
than programmatic
Company executives aiso believe that there 1s a limit to the “extent that
government can cut back on service and then put pressure on the private sector to
take up the slack,” and that the government should rot abandon responsibihity for
programs clearly se: /ing the public interest in the broadest sense such as general
education, and expect these to be picked up by the private sector The business
community should be expected to “supplement only, not supplant™ the govern-
ment's role In Such areas
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Il. FACTORS THAT HAVE RECENTLY INFLUENCED
BUSINESS PHILANTHROPY

Corporate philanthropy 1S not a new phenomenon in tne penod since World
War |, businesses have almost constantly maintained a level of giving of about 1
percent of pretax earmings Businesses today ciaim over $3 4 bilion in tax deduc-
tions for gifts to tax-exempt crganizations. Although many of the CEO's interviewed
indicated that a recessionary economy stifles business philanthropy, that was not
the case during the recent recession that began tn 1980 corporate phtlanthropy as
a percentage of pretax earnings rose between 1981 and 1983 Although part of the
percentage increase was due to a drop In earnings rather than to an increase in
contributions, the absolute doltar amount contributed by the corporate community
increased during this recessionary perod

Reasons cited by CEO's for this increase included businesses’ senze of
soctal responsibility (cited by 47 of the 101 executives), the shrinking role of the
Federal Government (cited by 43 executives), and the need for better-educated
employees (cited by 29)

Businesses Sense of Social Responsibihity

The reason executives most frequentiy cited for their voluntary contributions
was corporate responsibility This notion, wnich has become a cliche in the
business literature over the past 15 years, has now become a valhid concept to
many business leaders “‘[Sociai responsibility] has become a truism of American
business " "'l feel there i1s a more basic realization of need.” "There IS a growing
awareness that government 1s not the best way to address the problems of the
poor, uneducated, etc " *'There is a moral obligation to help others " Responses
ranged from near altruism (“Our company believes that 1f the community Supports
you, you should return that support to the community’’) to more pragmatic
reasons "There is a general feeling the private sector 1S 5@ cost-etficient than a
government-run agency " This concept may now be more accepted by stockholders
as well, as one CEO pointed out “There 1s a reatization by more stockholders that
contributions are a legitimate use of corporate dollars, and there is a desire of
management to improve the quahty of life ”

This sense of social responsibility displayed by businesses was also seen as
beneficial to the corporate image “'Good corporate citizenship makes firms look
solvent, secure. and successful Anything that refiects on the community, such as
the school system. reflects aiso on business "
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Businesses’ desire to maintain levels of contribution Fourteen executives referred
to the effect of infiation "It took more doliars than before to hold the line " “There
has been a recogmtion of the effect of inflation on social services.” *'Tne poor
economy made need more obvious " Community leaders, especially corporate ex-
ecutives, were far more aggressive [1n fund raising] " Otheis commented. " There IS
more corporate conscience in tcugh times,” and ""We shouid contribute more to
society, especially in difficult economic times " “if all stopped reiying on govern-
ment, we would voiunteer more ™

This impulse in the business community to try to do more when times are
tough works against the more predictabie tendency to put profits first. Several
other comments, however, reflected iess enthusiasm for this new roie “This [cor-
porate] responsibihity could be overstated,” noted one executive.

The shrinking role o' the Federal Government Forty-th-ee CEOQ's referred to a
vacuum created by the shrinking role of the Federal Governmeant Many causes for
this vacuum were identified “‘Proposition Xiii [California] caused a great increase
in requests.”’ “"When government money 1s reduced, other sources had to be
sought Fund seekers got more creative in their quest for funds " “OPEC changed
things. We see a trend of government withdrawing and the private sector stepping
n, especially small and medium-size business "' “There 1S a growing awareness that
bureaucracy can’t do the job " This changing roie i1s reflected in some business or-
ganizations. “CEQ’s have placed this function at a higher management level where
they can monitor the efficiency [of recipients] and have higher accountability "

Relationship to tax decreases Business ‘‘senses a greater vacuum [in the area of
sociai services] and perceives limits to public financing " Seventeen CEQO's referred
to somewhat lower tax burdens as one factor motivating them. A< one said, "'After
the tax decreases, it seemed only fair to contribute more ' Not only i1s there
“recognition of these cuts,” but as another executive putit, "I feel therc are more
skills 1n taking advantage of tax incentives around today "

Overlap with questions about tax incentives Forty-seven executives cited social
responsibility as a factor that has influenced business philanthropy Since this
was nearly the same number of respondents who said they favored tax incentives
to encourage business philanthropy, we checked to see how much overiap there
was between these two groups Exactly half of those who favored tax incentives
identified a sense of corporate responsibiiity as a reason for the current higher
level of giving

The President's Emphasis on State and Local Support

Of the 34 executives who mentioned th:s factor as an influence, severai referred
to the imeliness of the President’'s emphasis '‘We feel the nation was ready for the
President’s approach to home ruie—the importance of State and local control "
Many CEQ's felt the President’s goals were "“important and attainable " The Pres-
dent's emphasis, referred to by several executives as ‘'jJawboning,” was effective
in “highlighting government withdrawal and creating a feeting of obhigation ™
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Eight CEQ's used superlatives to describe the President’s leadership One
stated that ‘it was the biggest single factor™ in bringing about his city’s 2 percent
club (composed of companies that pledge contributions of 2 percent or more of
pretax earnings) Anothersaid, " There was a reaction from business to support the
Reagan Admimistration in a positive sense via contributions "

Several CEO's, however, exp:assad different views One said, "‘We are too
small (100 to 300 employees, $10 million to $25 million in sales) to be atfected by
speeches and programs from Washington ' A second supported the President's
effort but stated, it won't happen by jawboning alone The government must put
its money where 1ts mouih 1s—tax credits, for example "

The Need for Better-Educated Employees

Executives also cited widespread concern about the quality of workers coming
into the work force Twenty-nine respondents cited the low level of basic skills and
the need for retraining workers as stimuiating increased businass philanthrcpy
“Poor writing 1s endemic Employees can use caliculators but don't understand
mathematical concepts.” “There is a need for better educated employees, but the
schools are graduating students who are less well prepared * "If [high school
students] learn only to have a good attitude toward basic skills and improving
themselves, the company can train them for a specific job " “Business involve-
ment seems to be the only answer

Line business executives tend to define the basic skills needed iin the work
force much more broadly than literacy and computation skills* “There has to be
more emphasits on motivation, personal charactenstics, and job entry skills—to
succeed at work and to ultimately improve profits and customer satisfaction”
Several executives mentioned their in-house training programs and the critical
need to retrain werkers from obsolescent industries
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IV. THE EFFECTS OF TAX INCENTIVES ON PHILANTHROPY
AND VOLUNTARISM

We have previously cited several remarks by exscutives alluding to the rela-
tionship between the cost of a giftto a corporation before taxes and its cost to the
corporation after taxes. For example, If the marginal tax rate (the rate levied on the
last dollar earned) is 46 percent, a one-dollar gift to a charity by a company would
cost the company only 54 cents after taxes, because the gift would reduce the
taxes paid by 46 cents. If the company regards the gift as an investment that will
pay some return In the future, even if the return cannot be precisely determined (as
inthe case of a gift to a school), one conclusion is inescapable If the after-tax cost
of the gift 1s reduced, the return on investment will Increase

Despite techniques that are thecretically more sound, most businesses analyze
investments by the “quick and dirty" pay-back method Thisis a calculation of the
time needed for the return on the ‘nvestment to equal the original investment.
Usually the affects of tax incentives for investment—such as ACRS (Accelerated
Cost Recovery System), investment tax credsit, and an energy tax credit, if appropriate—
are taken into account Most businesses Insist on rapid pay-back, usually in 3
years or fess, without much regard to the true economic life of the investment. Tha
reason Is simple The longer the time required to recover the investment, the more
risk Is involved. The investment could be made obsolete by better technoiogy, the
end product might be made obsolete In the marketplace, or the economy could
turn sour, teaving the company with the cost of financing the investment and little
or no income The use of the pay-back concept helps in controlling risk as well as
in estimating how long capitai recovery wiii iake. Some of tne “bird in the hand”
philosophy 1s woven into thi1s method of anaiysis

in rec2nt years, American business has been cnticized and com pared unfavor-
ably with the Japanese because of our emphasis on short-term return of capital
rather than on long-term planning and investment Asked why the Japanese have
been able to develiop this longer-term approach, some scholars have noted that the
Japanese have had seveial advantages « er the American competitors. Although
the Japanese economy has cycles, its ¢y .es reflect varying specds of expansion,
rather than cycles of expansion and coniraction. The Japanese government IS in-
voilved in setting industrial poticy and orgamizing international marketing. The
Japanese sustain growth in many industries by using international trade to
counterbalance the cycie of domestic demand, thereby smootiing overall de-
mand This practice permits financing growth with far higher lavels of debt than
US. banks would ever permit domestic companies In short, the Japanese com-
panies are able to invest on a longer-term basis In part because they have
developed ways of reductng the nisk of such investment
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We make this observation not to advocate any of the specific methods the
2apanese employ in their overalil strategy, but to illustrate how. through several
complementary policies, they have created a business environment thai recon-
cies arelativeiy free market with the long-term needs ot a nation highly dependent
on trade in a rapidly changing high-technology age Aithoughthe US Government
structures the business environment in many ways, our effort appears to be less
consistent inidentifying and addressing nationai priorities One priornity on which
there is now a widesp.ead consensus IS that we must improve our education
system to support this Nation's international competitive gosition, and we shouid
be implementing long-term poiicies to that end

The responses of our executives indicate that large segments of the US
business community regard philanthropy as a type of investment. They want to see
results from these expenditures, specifically, results that relate to the business
purpose of their companies 'f giving s in fact an investment decision to those
companies, It is most certainly a long-term investment A gift to an elementary
school might help a program that serves the youngster of a valuabie employee
whom the company wants to attract or retain for many years to come.

Looking even further anead. the company 1s thinking of the investment in that
child’'s education as having a long-term pay-back., coming primanly from that
chiid’s emerging from high school or college with a good foundation in basic skills
of value to the community and the company The business is fostering a healthier
school because this will uitimately produce a healthier business environment it
follows that if government policy can increase the short-term pay-back (which is
the same as reducing the investment) for the same long-term return, businesses
witl be more inclined to undertake such inv-.tments

The Relationship of Giving to Marginal Cost

Wse asked the executives we interviewed to estimate the effects they thought
various marginal costs of their contributions wou!d have on their level of giving.
This was a difficult question for many of them It is hypothetical and calls for raptd
analysis of many factors and a conciusion that many would prefer to consider over
a much longer time with fewer undefined variables Nevertheless, 58 e :cutives
gave us their opinions. from which we can infer some usefu! generalizations about
how businesses might respond to policy alternatives These are shown in Table 1
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We will not attempt tc analyze these data because of the small sample size It
seems significant, nevertheless, that a large proportion of the respondents indicated
a substantive response to the marginai cost of giving. We also asked the CEQO'’s
about personal giving and found that they would handie their own mo.iey in almust
exactly the same manner if there were an individual tax incentive. This fact tends to
confirm Martin Feldstein’s judgment that corporations as well as individuals wouid
very likely have price elasticity in thewr giving.* His research has shown that private
giving has an element of elastic'*v that ranges from 1.15 to 1.30—that is, a reduction
in the cost of giving yieids an increase in giving larger than the cost reduction

Table 1 Increases in Corporate Contributions Associated With After-Tax Costs

Corporation's

After-Tax Number of Companies That Wouid Increase
Cost for $1 Gift? Giving by Percentage Shown®

More
Than

None 5%-10% 11%-15% 16%-20% 21%-25% 25%

0.50 3 7 1 —_ — —_—

035 5 18 22 1 1 —

0.25 4 6 14 6 14 3

Note' Current cost ts $0 54

a. Excluding State and local income taxes
b. Not all companies responded to all marginal cost alternatives

The qualitative comments of the executives shed additional light on the basis
for their projections. Twenty-five respondents favored tax credits Tweaty of these
specifically commented that tax credits would increase giving. “With a 25 percent
credit, contributions could be doubled at the same net cost.” “Giving would be
relatively proportionate to reduced tax hability "' 1 don't hke to think we would give
just because of tax considerations, but 1t 1s realistic " "We would give at |least one
to one, but would need time to adjust our planning We are very civic minded We
would have to ask ourselves—what 1s our after-tax cost?"* “There Is an inverse rela-
tionship—the lower the after-tax cost, the higher the giving * “"{We] would give at
least the [newly] available tax c'ollars * “Industry would be more generous if the in-
creased benefits didn’t go to Washington but to the education and community
groups it was meant to help. The more hands 1t goes through, the more :5 siLhoned
off in unproductive ways.” "We would give $2 for every $1 tax incentive ™" Two
CEO's suggested a graduated tax credit *'The greater the contribution, the greater
the tax break Great incentive'”

*Dr Feldstein, who had conducted a mayor studv for the Filer Commission 1n 1975-76 on tax
policy effects on individual taxpayers' charitable deductions. expressed this opinion in a
personal conversation with the author December 20. 1983
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Thirty executives said, 1n effect, that their companies and perhaps others
would not be motivated by a tax credit Their reasons vaned widely One type of
response could be calied needs based "Taxes are not too heavy, need 1S a more
important criterion than a tax break " “Commitment 1s more important than tax
credits for either corporations or individuals * “Our company would not be
motivated by unique incentives, only by perceived need

Another frequent response could be called income based. " The percentage
[of giving] would grow as a factor of income ™ “Can't increase for awhile, too much
in debt.” “Only if we can spare 1t, and only to selected private groups such as
blind, diabetes, etc, not to a United Crusade "’ *'We don’t think our giving would
represent much money at our current level of business " *if the tax incentive were
increased, 1t would encourage us [to give] If we were making money

A third response couid be charactenzed as dependent on tax deduction ceilings.
] am personally neartng retirement and giving at the maximum amount deductible
each year and am therefore not likely to increase giving.” “"We are extremely
generous now, and | am unsure how a reduced marginai cost would affect our
pians " "We currently give the maximum amount of pretax income to a related
foundation " "We already give 10 percent of gross income to our church” “We are
projecting gifts of 5 percent of pretax earnings this year ™ (Severai executives ap-
peared to be unawarc that the ceiling for the annuai amount of gifts deductible
which they mantioned as a constraint had been raised from 5 percent to 10 percent
of pretax earnings)

Some «ndustries such as banks. utihties, and insurance companies have
special factors and methods of operation that give them a unique perspective on
tax policy Bankers. for example, usually invest assets in tax-exempt bonds to the
point at which their bank's ta, able earnings drop into lower brackets, because the
after-tax returns on such bonds are usually greater than those on taxabie loans or
bonds “Our bank is not paying taxes, if the sheiters were abohished, my individual
giving and my bank's giving wouid go down " A reduced marginal cost of giving
probably would not affect our bank, but might affect others "

As to the amount of a credit needed to motivate business philanthropy, one
executive said, It would take a sigmificant reduction in marginal costj to inci2ase
gving " Four others indicated that 2 reduction in marginal cost from 54 cents to 50
cents would have no measurable effect One said that a reduction 1n the marginal
cost of giving from 54 cents to 40 cents wouid be a “meaningful ncentive to give.”
Another said that “new tax incentives would really have & significant impact, but |
feel very ctrongly that credits are a better approach than [expanded] deductions
Five said they favored comparable individual and corporate tax incentives Only
three executives denied unequivocally that there is a cause-and-effect relationship be-
tween the ievel of phitanthropy and the marginal cost of giving for business in general
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Lixeiy Recipients of Expanded Giving

We now focus on the major recipients of support from the companies in our
study and activities and organizations that might be favored by a tax policy that
provided more encouragemant for giving Responses are listed by frequency In
Tabie 2.

The three categories (0 to 12 percent, 13 to 32 percent, and 33 percent and
over) could be termed low, moderate, and high brackets Compared with the study
group of the Conference Board and the Council for Financial Aid to Education
(CFAE), a group that included a larga proportion of very large companies, our group
seemed less supportive of ewucation and mure supportive of community organiza-
tions. CFAE has determined that approximately 37 percent of total corporate
philanthropy gues to education Although our research format is not directly com-
parabie and our sample was much smaller,it seems unlikely that our group could
be giving anywhere near this proportion. Only 28 percent of our respondents gave
more than one-third of their contributions to education

Table 2. Number of Businesses Indicating Percantage of Present (and Expanded) Contribu-
tions to Each Class of Recipient

Nurroer of Comparies in Each Bracket*

Ciass of Rec:pient 0-129. 13%-32% 33% or more
Primary/Secondary Education 28 (1%) 7 (10 12 (8)
Community Organizatiors 6 (12) 19 (15 50 (21)
Total Local 34 (27) 26 (25) 62 (29)
National Charities 31 (21) 9 (4 10 (2
Higher Education 23 (12) 21 (14) 18 (7)

a Nineteen CEO's did not -20ly 10 any question on this topic Ot those who did reply, many said they
would distribute Increased philanthrony in the came Proportion as their current giving Not all
respondents gave replies tctaing 100 percent So e lett out one or more classes of recipient com-
pletely Also. the CEQ's interpreted the recinient classifications in difterent ways

The local focus of our group was very clear. Two-thirds gave more than 33 per-
cent of their contributions to local orgamzations Of those giving to national
causes, aimost two-thirds gave less than 12 percent to these causes This local
focus, however, does not seem to include much more support for the local elemen-
tary and secondary schools Only a quarter of the respondents indicated that one-
third or more of thair gifts are to schools, winereas 60 percent said that less than 12
percent of their gifts were to schools We surmise that this group 1S not much more
supportive overail of elementary and secondary schools than the group In the
CFAE study was That group gave 4 percent of aliits contrnibutions (approximately
$100 milhion In 1983) to elementary ancd secondary schoois
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The sparse data concerning expanded contributions support few conclusions.
We find some evidence that our sample of smaller businesses wouid continue to
tavor community organizations with a high proportion of expanded support and
that they might be somewhat more supportive of schools The executives' com-
ments reflected a great sense of pride in their companies’ participation in a wide
spectrum of local activites. Three comments captured frequently repeated
themes: “We give to higher education, then to elementary/secondary and voca-
tional education for programs fostening economic development” '“We don't
believe corporations have a role at the elementary/secondary level except in voca-
tional education ™ “*Too much iri the way of taxes s going to the local school
boards now "

Of the 34 executves who commented about their aliocation of expanded
philanthropy. 11 said they would make no change The other 23 indicated a wide
vanety of organizations and activities they would prefer to emphasize Twelve men-
tioned education, including eight that specifically cited eiementary and secondary
education. Four specifically mentioned that they would favor whatever class of
charity was subject to the tax incentive.

The Utility of Tax Incentives in Stimulating Voluntarism

We also explored with the CEO's the use of tax incentives to encourage
company-sponsored voluntansm We presented a scenario in which a carefully
controlled and defined tax credit was made available to businesses to stimulate
company-sponsored voluntarism Of the 94 executives who responded, 38 favored
a tax-based incentive, but expressions of iukewarm or quahfied support were fre-
quent. Often a tax-based incentive was relegated to third or fourth prionty, com-
pared vith other factors.

Representative comments were as follows We are very interested This
would be an incentive, a catalyst ‘Employees’ increased sense of selt-worth
help> the company " *'A tax credit would be great for Adopt-a-School and would be
a terrific incentive.”” “A calculated tax credit for contnibution of staff would
stimulate company-sponsored voluntarism We do some now " “It would have to
be significant in order to encourage paid empioyees to volunteer We mignt have to
hire one-third to one-half a person to do the work of the volunteer.” *One-to-one for
tutoning, a credit would be very heipful.” “An additional 25 percent should te plenty
of incentive. "Must be simple--no paperwork or inspectors—a voucher from a
volunteer agency and a limit of 4 hours per day " “If criteria were clearly defined
and government involvement were minimal, this would be beneficial and wouid en-
courage local commumities to ailow the private sector to have more ‘hands on' in-
volvement.” “Might work if it didn't cost a dollar to fill out the form, and 50 cents to
read it "
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Othe. Incentives for Voluntarism

Of the executives who considered tax incentives of less importance, most
tavored recognition or expanded expense allowances for voluntarism first “Recogni-
tion, peer pressure, then tax incentives ™ “Recognition Is most important, then a
deduction for a ‘loaded" wage rate, then persuasion by peers " Loaded wage rate in
this context means the inclusion of expenses beyond direct wages Businesses
have numerous expenses such as workers  compensation and unempglicyment in-
surance, Social Secunty employer taxes, and overhead charges that vary with
direct wages. Although these costs are tax-deductible. these CEO's think that ad-
ditional financal incentives tied directly to such expenses would stimulate volun-
tarism more effectively than a tax deduction alone would do ““We would donate
services and supphes. but we need a break beycnd simply writing off the wages
and materials. it could be an exemption on payroll taxes or a tax credit " One sug-
gested, “Take costs as a credit rather than a deduction "

Several executives said that their considerable involvement in volunteer ac-
twities was motivated purely by the satisfaction of achieving the intended resuits.
either in developing skills needed by the company or in improving the community
Two CEO's indicated prior:ties for corporate involvement that probably wouid not
be covered by a credit approach. "'Our company’s {affivated] foundation 1s not in
terested in supporting public education financially We are interested 1n address-
ing the unde-lying problems in public education ™

Among our interviewees, 54 described the activities in which they were
already involved without any short-term financial incentives or made negative
comments about the use of a tax-based incentive “{t] couid be an administrative
nightmare, it would have to be an awfully good credit to work " “This 1s not the
pest way Leadership is better. use current networks, share expertise in special
projects " Some CEQ's referred to the need for “clearer expression/definition of
agency needs and publicity for past success” as the important motivators It
would take a $10-an-hour credit to infiuence me

Several CEO's clearly regarded welfare and voluntzrism as antagamistic ap-
proaches to social service delivery "Cut food stamps and plow the money back into
elementary/secondary education’ “Business can/should get invoived to
strengthen local schools The local economy will grow with well-educated people
but will stagnate and decline with noneducated people. who become a drain on i1t
through welfare " "Voluntarism could be stimulated by reducing government social
service programs. It would force peopie to accept individual responsibilities

The executives' cc mments idicated that some larger companies prefer to
donate staff time for volunteer work rather than provide direct cash support in
smaller businesses, however, individual employees typically have broader respon-
sibility, and so their absence during business hours IS more keenly feit “Small
business without special statts can't do much volunteering "|f a school came to us
for volunteer help, we might be amenable, but involvement of employees would be
on their own time
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Four executives related vciuntarism to company size “Qur small company,

which employs unskitied tabor, doesn't have the time or flexibibty to involve company
personnel In outside activities even with a realistic incentive " A related comment
was this “Volunteer work 1s not so bad for white-collar personnel during business
hours. Blue-collar workers must be replaced, however, of work slows, causing
reduced profits and lost orders A credit wouid have to be awfully big to compen-
sate for this " ““Because our company 1S small, we lack fiexibility in scheduling,
which i1s always tight " Three of these four executives indicated current personal
involvement and active encouragement of employee voluntarism
Most executives who opposed tax incentives said that because they were
already active In the community, tax incentives wouid not affect them “Most com-
panies do not have the capacity to adopt a school Some coordinating mechanism 1S
needed to make modest contributions from many sources more effective "' ""Most
companies can absorb such costs as providing a visiting lecturer, student intern-
ships, or informal career days The range of actities is uniimited.” *‘Legislation
should be considered to aliow States and schools to create foundations to accept
volunteer work and money— for education onlyt—no* tor athietic support, where it
goes now " These comments reatfirm the perceived need for mediating structures to
help match the needs and resources of companies and not-for-profit organizations.
Many CEO's expressed concern about the possible strings attached 1o, and
the paperwork burden of, a tax incentive Three executives worried about the
potential for abuse of any tax incentive “Be careful, some [companies] might over-
whelm the schools in their fourth guarter in a rush to get full allowable credit " Four
executives were quite adamant trat the government should stay completely away
from the subject of votuntarism “Forget the credit for voluntanism It 1s nonsense "

Tax Credit for Gifts Above a Mimimum Percentage of Earnings

The final topic in our discussions with the CEO's was a specific tax credit pro-
posatl now being studied by the Department of Education as a possible approach to
mobilizing and institutionalizing the long-term business involvement of business
in the schoois The Reagan Administration pelieves that this involvement is worth
encouraging and that the management Skills, habits of accountability, and
knowledge of the world ot work, as well as the financial resources of the buginess
community, can contribute to the current reform movement tn our schools Fora
government initiative to achieve an effect that lasts beyond the emphasis of one
particular administration, however, the conditions favoring its implementation
must be woven into the environment A large proportion of our respondents iden-
tified the tax code as a part of t"e environment that can and does influence their
decisions We therefore solicited their comments on this tax credit propnsal,
which s targeted at the elementary and secondary schools and which attempts to

reconcile three things
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¢ The desire for budget austerty and smailer government,

¢ The goals wdentified for expanded private sector involvement by the Filer
Cotnmission 1n 1976 and the President's Task Force on Private Sector In-
itiatives in 1982, and

¢ The urgent call for reform of American education in A Nation at Risk, the
report of the Nationat Commission on Excellence 1 Education, and other
recent studies of our education system.

The specific proposal we discussed IS a tax credit tor businesses for giving to
schools beyond a certain mimmum percentage (the “hurdie point”) of pretax earn-
ings. Of 83 executives who took a clear position for or against such a tax credit, only
6 commented entirely negatively Those commenting negatively said that the
system would be “totally unworkable™ and would “discourage’ corporations that
were not contributing a high enough percentage of pretax earnings to be eligibla
tor the credit In essence, “The tax credit should not be tied to this minimal percen-
tage thing.”

Five CEO's gave a negative response without clearly articulating a reason.
Four executives said the policy was not necessary or wouid not be effective. Sixin-
cicated that other factors were more important, they had other priorities, or they
felt they should support private schools and colleges over public ones. TWo ex-
pressed the view that elementary and secondary schools should be supported
through taxes, not through private contrnibutions Another voiced strong opposition,
saying that he “‘favored tax breaks for private coliege tuition but not for elementary
and secondary school support.” Others said larger companies would be favored;
the proposal was too complex; it would reduce company earnings, or there was no
ad: antage, given their tax situation. A few of these concerns were shared by the
executives who nevertheless favored the tax cradit proposal

On the positive side, however, we were struck by the broad and enthustastic
support for this idea. Sixty-nine executives (74 percent) out of 93 who commented
tavored the proposal Based on the total of 101 interviewees, the favorable
response rate was 68 percent We classified the respondents’ degree of support as
follows: moderate, 12; generally ungualified support, 39, very positive support, 18
The last used terms ranging from "a good idea,” *‘sounds good,” or “'like the idea”
to stronger affirmatives such as "very much support.” "a grand idea,"” "excellent,”
and “strongly favor
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The 39 executives who expressad gereral support made comments such as
this: “It 1s a shame companies have to pay again for what schools should have
done. Some companies in our industry would be particularly interested in this con:
cept since they are doing some literacy training and use lower skilled people.”
Eight others, one a former schoot board member, expressed concern about any
such program having too many government strings attached. Do not create more
pureaucracy.” ‘Keep it simpie and easily understood and administered. Complexity
will discourage companies from taking advantage of it and make it hard to sell
smaller companies.” One of these greeted the proposal 1n very positive terms. “it is
agood sign that businesses who do more than the minimum get recognition for their
effort. | like the idea of gving to the community directly instead of through govern-
ment because some money Is Spent in administration to receiwve and distribute.”

Six exocutives couched their support in statements of concern about the con-
ditions of the schools. “*Public schools are in such had shape that any incentive for
pusiness to get involved would be a plus. Education is more important than contri-
putions to charities. If we don’t have education, everything eise will fail. Corpora-
tions will buy in for the good of the community Tax Incentives are more important
for creating awareness than anything else.” “This proposal 1s fine and should
cover public and private schools. But we will not give just to be gving, but only f
the quaiity of the educational program mernts it "' “We would do more for a tax
credit The educational program in our city 1S a big need. This proposal would help
increase awareness and attract more exceptional leadership by having more com-
panies involved "

Eleven other executives favored extending this concept to a broader range of
not-for-profit activities (to “all charities”” or “all comrnunmity and cultural activities”)
or, conversely, favored use of tne concept to emphasize narrower activities such
as vocational schools, public schools only, economic education programs, or New
equipment on!y Four said that although they would support this tax credit, they
preferred to =ee tuition tax credits or efforts *o improve leadership, accountability,
and recogn.tion first

interestingly, seven CEO's endorsed this proposal even though they stated
that thair current giving or level of earnings would not aliow them to realize any
nearterm benefit The consensus among Seven others who proposec specific
terms for the proposal was that the hurdle point (the percentage of pretax earnings
after which the credit woulid be available for additional gifts) should be from 2 to 3
percent of pretax earnings and the credit should be from 50 to 75 percent One ex-
ecutive proposed a credit that would increase on a sliding scale, and two proposed
substituting a flat credit of 46 percent for the current deduction
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V. CONCLUSION AND PUBLIC POLICY IMPLICATIONS

The business community ganerally acknowledges that the successtul market-
ing of a product or 1dea depends on defiring its value to the customer n terms of
the customer's needs and interests One ot the goals of *91e Reagan Administration
1s to reverse the trend toward mediocre performance 1n our educational svstem,
which has been documented by so many commissions and study groups in recent
years Moreover, the President’s Task Force on Private S=ctor Inihatives set a goal
of doubling the historicai 1evel of corporate coniribution. to all not-for-profit activi-
ties (to 2 percent of pretax earnings) by 1986

There is a public consensus, particularly in view of the budgetary pressures
on social programs today and for the foreseeable future that we as a nation need
to spend our resources more wisely. with more local control and accountability,
and that we need to encourage individuals and corporations to take more responst-
bility for, and a more active part 1n, assessing needs and setting prionties These
means and ends need to be recor.ciled in public policy

Individual citizens have responded to tha themes of this administration selt-
help, patriotism, respons.bility, excellence. and 0ppor.unity Although the CEQ’s
in our research also clearly have personaliy responded tothese themes, they func-
tion for the most part 1n a specific and very circumscrided role as CEO's They are
not usually free to indulge their personal inclinations—certainly not without first
considering the economic eft.-ts on stockholders. workers, and customers In
other words, their decisionmaking is detined primarily in financial terms “the bottom
line.” to put it simply Personal hkes. dislikes. or impulses to altruism are typically
subordinated to the basic economic concept of What return will come from this in-
vestment and how does this compare with alternative uses of the company's
limited resources?

The Reagan Administration has stimulated a considerably higher level of cor-
porate involvement A substantial portion of the corporate community has shown
initrative and creativity 1n tackling local problems without government involva-
ment The majonty of businesses today have demorstrated “enlightened self-
interest’ and will continue to sustain their current level of involvement in the
future. But there 1s hittle or no evidence that doubling of corporate involvement 1S
imminent, or that the current level of activity 1s susteinable when another adminis-
tration shifts the attention of its "‘bully pulpit” to olher i1ssues

Given the diversity of opinion refiected by our executives, it is unilikely that
any single approach to encourage business philanthropy will be broadly effective
More hkely, we will need toresort to a combination of means. The fact thatone ap-
proach may not be effective in motivating all businesses or In serving all not-for-profit
organizations should not be a sutficient cause forits rejection We should instead
expect a synergy from a combinz*ion of paraliel efforts which would render them
more etfective than the sum of their individual impacts

31

36

O

RIC

Aruitoxt provided by Eic:

|



AR LA A i S L I i

From our examination of the executive's views of disincentives, we can con-
cilude that in companson to largz businesses, sm aller businesses typicaily—

— Are more single-minded and direct 1n their pursuit of “protit™,

— Will seidom seek opportunities to serve the community, but will be
generally responsive If approached with ciearly defined needs and plans,

— Wil never be as rehable a source of support as government, but are well
suited to involvemnent 1n special efforts ~ith an economic, skill-training, or
public relations component,

— Are far more interested 1n measurable results than process and will de-
mand that their involvement “make a difference”, and

— Are averse to working with government because of the expectec paper-
work burden and hence tend to stay clear of contacts and entang.cments
with government units if possibie

From our analysis of incentives and recent giving behavior. we conclude that
thewe smaller businesses generally—

-— Respond to leadership trom vanous levels of government and would
welcome help 1n assessing community needs and prorities,

— Appreciate recognition by others but generally try to keep a low profile,

— Tend to be sensitive to economic incentives, especially tax policy;

— Have accepted the 1dea that companies have a legitimate economic In-
terest in some areas of sociai services,

— Sense that government s withdrawing somewhat in these areas, and

— Ara concerned about the declining guality of basic skills attainment, and
attitudes of the young people entering the work force

From our investigation of the marginal costs of giving, we can see a definite
and substantial elastic relationship between the marginai costs and the philan-
thropy that the CEO’s n our research couid justify Looking at current giving
habits, we note that our survey respondents appeared to favor supporting
community-based organizations more than do larger companies, but that elementary
and secondary education does not receive any particuiar benefit from this em-
phasis Moreover, local schools would probably receive iittle additional benefit
from any expanded support that might be stimulated by a broadly based incentive.

Our discussions indicate that an incentive targeted at voluntarism might
stimulate some actity, but that small businesses would resist 10sing much time
from the work day of employees, particularly that of blue-collar workers They
generaily support “after hours” voluntarism already Therefore, tax-credit incen-
tives would probably be a costly way of motivating them to organize and adminis-
ter additional voluntarism among employees, Furthermore, a significant minority
of the executives expressed skepticism about this approach, citing the potential
tor abuse and the likelihood of burdensome administrative requirements
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Finally, our conceptual proposal for a tax credit that rewards cnly above-
average contributions and 1s targeted toward a specitic and acknowledged need
(that s, the reform and improvement of elementary and secondary schools) en-
joyed widespread support. The approvai of these business leaders Is particularly
important because the inforniauon assembled by the Department of “ducation on
partnerships indicates that support in kind, in shared resourcer peopte and
facilities, and in the “leadership effect’" that such involvement can have in communi-
ties is often more significant than financial suppo—t As a result, the benefits a school
receives are often far greater than would be expecied from the dollars involved.
This “leverage effect’ is, ot course, above and beyond the leverage on the Federal
doHars (tax expenditures) employed, which wold be matched by corporate contribu-
tions under such a poiicy The cumulative effect shouid be to generate additional
funding, gifts in kind, and voluntarism for specific purposes that support ex-
celience in our schools far more efficiently (in terms of the Federal investment
nesded) than by a direct Federal grant with no matching fund requirement.

In conclusion, we recommend that the appropriate Federal, State, and local
government units take the following actions

* Continu2 and expand their programs to recognize the contributions of busi-

nesses to the community,

* ldentify and call to the attention of the business community the problems

and needs of the community and the schools, and

» Conduct further research to discover the optimal structure for a narg:nal-

tax-credit incentive to encourage business to increase its investrnent and
involvement 1n education

We encourage educators and other social service managers to take the

tollowing actions.

* Meet with leaders of the local business community and describe the
specific problems and needs of the local schools or agencies,

* Inquire about the personnel requirements cf businesses in the area, find out
what basic skills and work habits are required and what preempioyment
training 1s provided, and

* Develop modest progiams that serve mutual needs and can attain measur-
able results in a few years' time, and solicit business support to get such
programs started

We further recommend that business and professional leaders take these actions

* Give private sector initiatives a high priority on the agendas of the trade
ascociations, chambers of commerce, and professional societies to which
the teaders belong, and

* Initiate contacts with government officials and school administrators, individ-
ually or through mediating organizations such as local education foundations,
business-education partnerships, or other commur.ty sarvice organizations
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APPENDIX A
METHOD AND SAMPLE CHARACTERISTICS

The SAR's identified 20 businesses of appropriate size within each of their respective regions in
February 1984 A |etter of introduction signed by Secretary of Education Terrel Bell was sent initia'ly to
10 chief executives chosen to some extent on the basis of their convenience to each regional offica
Regional oftice statt tollowed up and made appointments with CEQ’S either In their company offices or,
In the case of the New York region (10 business attendees) and Chicago (3 business attendees), at a
luncheon Seventy-one of the interviewees were clearly top policymakera in their companies with the ti-
tie of CEC, chairman, president, executive vice president (one), or general manager (two), the balance
consisted of other company otficers or directors, with lew exceptions The substitution of a surrogate
spokesman was more common In lar. ¥ companies, although the majority oi the interviewees for these
were still CEO's

The regional cffices success in making appointments with the tirst 10 designated companies

varied widely The majority were Quite successfu' In their initial contacts, but several requested more
i letters to be sent and In a fuw InStances we approved appcintments not on the onginal list to hil out the
requirainent from the region
E During the March-August 1984 interview pertod, three SAR'S |eft the Department and one sutfered a
E heart attack Credit should go to Dr George Youstra and Arthur Kelly in the Regionc! Liaison Ottice unit
and members of the regiuna’ statts. especially acting AR Barbara Brandon in New York, acting SRR
{ James Tumy in Xansas City, and Edward Hoops in Seattle for compieting the held work in a timely and
commeidable fashion in those regions
Although we would have preferred to undertake a project with a greater sample size and rigor, we
believe that a great part of the value ol a report such as this lies in its general indications of qualitative
E attitudes and thetr pervasiveness We were Startied by the wide-ranginy responses we received within
; ali tepic areas Although attitudes and inclinations are hard to quantily, we believe that, with careful
{ ciassification and analysis these may be the best indications availaple as 16 how the business com-
munity might respond to certain changos n pubiic policy We leave it to the reader to judge the utility of
E our findings and to speculate on ways to 1n prove luture research
3 The rasponses were classified and ranked solely according to the inforined judgment of the author,
! and all quoted opinions are traceable to the original data Fontnotes have been generally omitted
{ because their use without the full body of data would be an incomplete reference Quotations have
i been selected to iliustrate and underscore opinions and attitudes that are represented witn frequency
n the data and, where appropriate, majority and minonty positions are presented
i The 101 CEOQ's interviewed represented 35 manutacturing, 37 service, and 29 tinancial and retail
E companies Nineteen have less than $10 millicn in sales, 20 have $10 to $25 million, 16 have $26 to $100
miltion, and 46 have more than $100 million This last group inciudes many of the financiat institutions
E that are not directly classihiable 1n terms of sales, their approximate size as an organization has been
> the basis of our classification The number of companies in this $100 milhion-p'us category also reflets
E to some extent, we believe, the tendency of government oificials to approach members of other larga
.' organizations whenever they feel the need of a 'business” point of view Several Insurance coripanies
' and utiities were included, both of which heve tax environments and legal constraints somewha: dif-
E ferent from those of other companies Nevertheless, most of these larger companies could properly be
; termed “second tier,” and most have a more or less local focus
[E i'he spread of employment levels 1s as follcws (Four companies declined to give this information )
|
]
3
E
E
|
]
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Employee ... __Company Sizes by Numrar of Employses
Type Fewer than 100 100299 300 1,000 More than 1,000
Management 43 16 23 14
Nonexempt/union 19 24 24 34
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1he executives indicated corporate tax-deductible contributions to various causes as follows
(Although one-third ot the respondents didn’t know or declined to give this information and the inter-
viewers were instiucted not to press the 1ssue, the vast majority were tamiiiar with and conversant in
measuring contributions in terms ot a percentage of pretax earnings )

Less 8%
Than 075%- 16%- 21%- 31%- 41%- §1%- And
- 0 ?_5_“/1 1 E“/c ) 72‘01”@ 3 0% . 40% 75 0“’@_ ‘8 9°’o Over

No ot Companies

69 of the t01 Responded) 12 19 6 15 4 2 8 3
Cumulative % of

Respondents In or

Below This Range 17% 44" 54 75% 81°% 84¢o 96°0 100%

Average contribution level tor respondents was 25 percent of pretax earnings

In the view of (a) the large number ot survey participants who did not respond to this question and
(b) the bias introduced by virtue of the tact that participation in the project was voluntary and that
respondents were therefore more likely to have been active contributors, ~e exrected the reported level
of contributions overail to exceed the level reported ay the Conference Board (or that by business
organizations described more tully in the body of the paper) The historical national average ot 10to
1 25 percent of pretax earnings 15 broken down in great detail in the Conference Board's analysis of tax
return data The top quartile is reported at 14 percent ot pretax earnings in its most recent report
Theretore this analysis of our survey group is ottered as an aid in appreciating the level of bias in this
report The median would tall around 1 75 percent and the top quartile at 30 percent in this report

The SSR's were given considerable treedom in choosing how to record respondents’ comments
They could 8imply check or circle items on the irterview format it an opinion corresponded closely, of
they could write out the comment in detail in the space provided Comments on voluntarnism and the
targeted school tax Credit Could only be written in Most SRRs used a combination of both methods in
their interviews Some respondents mentioned one of a few of the examples in the tormat, Some men-
tioned as many as half ot the answers, and a few even indicated an order of prionty In our analysis, any
clearly negative responses to suggested influences were noted
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APPENDIX B
Interview Protocol
(The fo :owing pretace to discussion should be read to participants )
CORPORATE AITITUDES AND PRIVATE SECTOR INITIATIVES
COVER SHEET

Your comments in this discussion will not be attributed puolicly by the Department ot Education to you
or your company Your remarks are being collected and classified only tor overall summarnzation The
company name and contact may be used tor tollowup interviews In areas suggested by results, but,
again, tuture comments will not be sSingled out for pubhc scrutiny by the Department

This meeting 1s an opportunity tor business leaders to make voluntary comments, participationis in no
way required The intent of these diSCussions is to encourage active participation in the formuiation of
public pohicy The topic and format were developed by Barry J Carroll in conjunction with stat!
members ot the Department ot Education Mr Carroll 15 a vice president of Internationai Metals and
Machines. Inc , he 1S also involved with related diversitied manufacturing and service companies Hels
currently serving for a year under the auspices of the President’s Commuission on Executive Exchange
as a Special Assistant to the Secretary of Education Mr Carroil will be actively involved in the analysis
of these discussions Participants should also be aware that public disciosure ot specitic comments
they give may be required through an action taken under the Freedom of Intormation Act For these
reasons the topics have been designed to avoid soliciting comments containing information ot a prop:i
etary nature Should a CEO object tc the possibility ot disclosure ot his/her responses to any or all
topics. the comment will be deleted trom the record No company soecitic data will be released publicly
Lnder the Freedom of information Act without prior writtén notice to the company's chiet executive We
trust that most executives will recognize the legal and practical constraints under which we must work
and will cooperate with their customary civic mindedness in heiping us assemble this usetul cata tor
the tormulation of public policy

Name and address of company

Chiet evecutive officer {CEQ) contacted

Titie
Date o! interview
Type of business [ JMfg | }Financiai { jServize { 1Other
Approximate sales Under 10 1025 26 100 More than 100

(n $ milhons) [ v [ ] )
Approximate number ot exemp! (management) employees
Approximate numb. - of nonexempt (nOnManagement or UNion} employees
Estimated average percentage of pretax income taken ds

tax deductible contributions in 1ast 5 years §
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ATTITUDES TOWARD PRIVATE SECTOR INITIATIVES

(CEO comments to be recorded only by SRR s)

To help the Interviewee understand what we mean by private sector imitiatives. we give you the follow-
Ing examples

1 General financial support of locdl churches and schools ° ' nancial support to specific drives or
progiams

2 Incentive or matching grants to schoo!s or chanties to stimulate Increased Support by alumni or
broader constituencies

3 Donation of professional or other services to Schools and other not tor profit organizations

4 Donation of equipment or materials to schools and other not-for profit organizations

Active sponsorship of jo:nt programs with schools and other local agencies to combat adult i1lhter

acy, atcohol, and drug abuse or to promote training for employability

6 Support of local blood drives. United ¥y, of similar chanty drnves. and enrnichment programs for
schools

7 Encouragment for and recognition of voluntarism among employees

8 Representing the business perspective on goor management practices and lozal employment needs
to (or on) the local school board

o

Each topic area in the Secretary's \nvitation has @ corresponding section in the following pages Please
use these pages to capturs and recount the attitudes expressed by each CEO using a separate form for
esch Where a comment represents a ccnsensus of the group (In group meetings), s0 indicate Use
direct quotes whenever possibie. and note nonverbal ndications ot agreement or disagreement where
signiticant 1if the space for comments 1s insufticient use overtlow space on the last page

Disincentives

Now that you have discussed with the CEO s the types ot activities to which we are reterrning, please
direct the discussion toward identitying the main tactors which discourage businesses from greater
support tor not for protit organizations

Example«

1 Potential habinty for damages caused by employees or workers compensation exposure

2 Current state of the economy

3 Adminsstrative time or cost

4 Distraction of empicyees from primary corporate objectives

5 Inadequate availabihty of child care arrangements

6 Payoft In "soft programs’ too hard to measure and relate to corporate needs

7 Unwillingness or inability of local not fcr protit organization or chanties to use volunteer resources
8 Preemption by government agencies (i ¢ nct wanting tc pay !axes and tren pay agam 10 prov'ie

needed social services)
9 Other businesses don t, why shoule we?

Commenis
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Incentives

Considering these same types of private sector initiatives, please indicate which factors the CEO feels
are of wouid be the greatest encouragements for the CEO and other business executives to participate
in such activities?

Examples

1 A program of tormai recognition for companies and individuals

2 Actine ieadership by local, State, and Federal agencies 1n sett:ng goals and stating ex; :tations
and priorities for social and economic needs

3 Indemnitication, or immunity against liabiiity to the corporation ("Good Samaritan’ law)

4 Additional Income tax incentives tor companies or volunteers

5 Better communication by not for-protit service agencies of community needs and desired volunteer
skills

6 Better communication of funding and equipmen: needs for local not-for protit agencies

7 Better and more convenient chiid-care programs to ‘free up' employees for volunteer activities

8 "“Seed money' support for community panels to help identity community needs and mobihize and
coordinate support from industry

9 Income tax incentives to specitically support employees’' continuing education

10 income tax incentives to support company-funded scholarships for tuition and tees ot employees’
chiidren

11 Income tax incentives to promote sponsorship of educational programs targeted at persons In the
community who are marginally employabie

Comments ___ .o . s

General Information

1n 1982, despite the recession, corporate contributions to chanities and not tor profit agencies rose
11 percent What factors does the executive think may have caused this increase?

Exampies

1 President Reagan s emphass in speeches and through the new White House Office on Private Sec
tor Initiatives

Growing sense of corporate responsibility to hetp solve sociai problems

Somewhat lower tax burden

Recognition of inflation s etfect on cost of social services

Feeling that government is withdrawing from as active a role 1n soc:al services and that business
has a growing role to play

6 Growing concern about the leve! of basic skills and retraining needs ot our employees

e N

Comments
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Under current tax iaw, most Corpo ations and many individuais have a marginal Federal Income tax rate
{top tax bracket) of 46 percent Therefore svery dollar G! rretax corporate contributions costs the company
only 54 cents after taxes Please sstimate as best you can what effact the following after-tax costs wouid
be likely to have on the interviewse's company's support for not-for-profit charities and organizations

Increase in Giving

After-Tax Cost 5% 10%- 15%- 20%.
Per $1 Contribution None 0%  15% 20% 25% Other

050 (1] (] (1 . [}

0.35 [ i (1 (1 {1

025 (] (1 (1 (I (]

Now please estimate what effect the following after-tax costs would have on the CEQ's individual
private giving

Increase in Giving
15%-

After-Tax Cost 5%- 10%-

Per $1 Contribution 10%

1 5% 20%

0950
035

{

] ] l l
- (] (] {1 [
025 1] ] i [}

Comments .. .. S U -

If additional Incentives were made avaiiable to encourage corporats giving to charities and other not-for-
profit organizations, what wouid the CEO's prionties be? Please estimate the percentage of current giv-

ing which the con:rany directs 1o the following catsgories

Highe: yducation {1 Other L. R

Primary and secondary {1 Other B [,
education

[ ! Comments __ _ [

Mational cherity dnives
Other community organizations [ ]
serving local social needs

Piease estimate what percentage o! sdditions| corporate giving the CEO s would be most likely to direct

to the following categories

Higher education {3 Othet R

Primary and secondary [} Other B .
education

National Charity dnives [ omments oL

Other community organizations {1

serving local social nseds

39

ERIC

Aruitoxt provided by Eic:




ERI

voluntarism has always been an important source of support for organizations servicing the Nation's
social service needs Alt' ,ugh expenses incurred for company-sponsored voluntesr work by empioyees
for many causes can be itemized and deducted from gross income for tax purposes, no deduction or
credit to the company has ever been permitted beyond the direct wages paid by the company for the
time spent by volunteers Such a credit, if ever allowed, would have to be documented very carefully to
avoid abuse Direct the discussion to expiore ways the CEQO thinks voluntansm could be stimulated by
business invoivement Example if a company adopted a local school. it might lend employees
periodically to teacn, counsel students, or In other ways apply special skills to soiving the school's
problems If a tax credit 1s suggested, how big should it be—for what results?

Comments __ e L. e el

The Depariment 1s considering a policy that would recognize and encourage outstanding corporate
citizenship by providing a tax credit for corporate giving to elementary and secondary schools This
credit would be avaiiabie for such gifts only to the extent that a company's total giving and support of
not-for-profit organizations exceeded a ceriain above-average percentage of pretax earnings What
comments does this proposal stimuiate from the CEQ ?

Comments e e L - . -
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